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Abstract 
This paper is motivated by Young’s (2003) question “Do we want accounting to be considered only in terms of its practicality, 
consistency and perceived connections to reality? If so, to which of these values do we wish to assign primacy? If not, what 
values/characteristics do we believe should guide us in selecting specific accounting practices?’ This study is trying to answer it 
by offering alternative value and research methodology, both are derived from Indonesian Ideology, Pancasila. Important 
implication of this study is requirement to develop accounting based on National Objectives of each nation. 
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1. Introduction 
 
Accounting information content has become a focus of accounting research for over 40 years. Mostly, the objective 
of the study is to assess the usefulness of accounting information. Lev (1989) stated that the major motivation for the 
research effort in accounting history was assessing the usefulness of earnings to investors. Initial study, Ball and Brown 
(1968) was considered phenomenal, and then followed by further studies with different research methods. The research 
approach which is correlating accounting information to investor’s reaction is called by Scott (2009) as Decision 
Usefulness Approach (DUA). DUA then, is accepted as the right and proper approach to asses accounting information 
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value.  
But, the “rightness” of DUA was questioned by Cooper and Sherer (1984). They warned that there were important 
considerations should be taken on those market-based accounting researches (Cooper and Sheerer, 1984). First, 
accounting information designed by the result of the research considered it as only private’s interest, ignored wider 
effects which may ensue from such prescription. Second, the research’s assumption are unrealistic that bring its result 
validity is questioned. Finally, mechanism for allocating capital in economy is allocated by several markets, so, 
whether what is “good” for the stock market is not always also “good” for other allocators of capital, and hence the 
economy as a whole. 
Three considerations suggested by Cooper and Sherer above have important implication. There is strong 
requirement to accounting researchers to develop different value and different approach to asses accounting 
information with broader perspectives. The requirement to develop different research approach with different value is 
strongly needed in Indonesia. Sudaryanti et. al. (2013) has discussed three considerations suggested by Cooper and 
Sherer (1984) in Indonesian context. The discussion concluded that the application of DUA in Indonesian researches 
have serious impact to the achievement of Indonesian National Objectives. In this paper, we offer research approach 
value which is supporting the achievement of Indonesian National Objectives. Indonesian National Objectives is stated 
in all five tenets in the Pancasila, Indonesian ideology. Pancasila value, then, can be used as the value of accounting 
information research.  
We analyze the content of annual reporting of employee cooperative of Brawijaya University. Cooperative is stated 
by The 1945 Constitution of Indonesian as ideal entity that implements Pancasila value in its operation. That means, 
cooperative is motivated not only by economical aspect, but also social and religious aspect. Those aspects become 
identity of Indonesian cooperative.  
We find that annual report has established cooperative reality that actually keep the cooperative from his truly 
identity. This is due to the value-laden in the annual report that is not equal to the cooperative value. This study shows 
that the annual report is not simply as the process of delivering information. Recognition in the financial reporting is 
important part in the financial reporting process as well as reality it shaped. The entire analysis shows that the concept 
of materialism based recognition has established cooperative become materialistic entities, and underemphasize its 
social and religious aspects. Cooperative as a means of struggle, as expected by Bung Hatta, the founder of Indonesian 
cooperative, is reduced by the financial reporting mechanism. 
The paper is organized as follows. Section 2 reviews the relevant literature on value in accounting and in Indonesian 
research. Section 3 discusses the construction of research methodology based on Pancasila value. Section 4 defines 
the operational method as research methodology stated. Section 5 discusses the evidence found in this research. 
Section 6 concludes.  
 
2. Accounting and its value 
 
We argue that accounting and its value is one integrated part. Our argumentation is based on three aspects of 
accounting, ontological, functional and historical aspects. From ontological aspect, it is the nature of accounting as a 
social practice (Tomkins dan Groves, 1983; Hopper and Powell, 1985; Morgan, 1988). As a social practice, accounting 
is interdependent with its context in its form, functioning, and consequences in which it operates (Hopwood, 1990; 
Robert and Scapens, 1985; Sinclair, 1995) and has inter-connectedness as part of social world (Cooper et al, 2004). 
And as social practices, accounting research has important role in shaping certain reality depends on the research’s 
values (Hines, 1988, 1989a, 1989b; Morgan, 1988; Hopwood, 1990; Dillard, 1991). As assumption is stated, and 
followed by next researches, it becomes taken-for-granted assumptions. This process is called reification, i.e. a shift 
from subjectivity to objectivity, which enables masking the real world in order to maintain it (Bourguignon, 2005: 
356). The assumption is perceived as right and proper assumption, and no question about it. Hopwood (2007) suggests, 
as a social practice, accounting should be constantly examined, re-examined, interrogated, and criticized within the 
world of knowledge. In short, ontologically, accounting practice is not value-free, as it is interdependent with its 
context.  
From functional aspects, we believe that accounting profession is one part of society that also has contribution in 
the economic and social change in the community. According to Tinker (1985), there are three important roles of 
accounting profession in the community, as a means for resolving social conflict, a device for appraising the terms of 
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exchange between social constituencies, and as an institutional mechanism for the arbitrating, evaluating, and 
adjudicating social choices. The attempts to link accounting to the social effects, has implications to the accounting 
standing position among various interests. The choice of accounting position shows chosen value in the development 
of accounting (Tinker, Merino and Neimark, 1982). They argued that the theory of value is central to the development 
of accounting. The logic of an exchange relation is given by the theory, and accounting’s role is to measure and report 
the exchange based on its logic. Functional aspects of accounting shows that accounting can’t ignore it self from 
choosing value. The next important question is, which one will be selected by accounting profession? 
Historical aspect of accounting is showed by Tinker, Merino and Neimark (1982) and Tinker (1980).  They linked 
social history, economic theory, and accounting. Based on historical materialism analysis of historical theory of value, 
Tinker, Merino and Neimark (1982) showed two major groups concept of value in history, the utility - based value 
and labour-based value. Both groups are underlying two major groups of economic theory which have been considered 
to dominate the history of economic thought, successively, neo-classical marginalism economics and classical political 
economy. Tinker (1980) argued that economic theory linked theory of value to accounting practices. Economic theory 
provides rational underpinnings of accounting practices, as it determined how the terms of economic exchange are 
determined in different social systems. Table 1 presents the differences between two economic theories as the 
differences in their value, which gives alternative explanation on certain economic exchange to accounting. 
 
Table 1 Differences between marginalism and classical political of economy  
 
Characteristics Marginalism Classical Theory 
1. Criterion variable(s) Studies using static equilibrium analysis 
where historical (real) time is ignored, 
i.e. that future is summarized into the 
present through rational expectation 
Studies using dynamic equilibrium 
analysis where paths of movement 
of criterion variables (and their 
interactions) are examined over 
time 
2. Explanatory system of variables Focuses on the sphere of exchange and 
assumes that behavior is regulated by 
‘workable’ competition 
Focus on productive and social 
relations and assumes that 
developed western economics are 
governed by monopoly and 
oligopoly 
3. Causality assumptions 
Concerning the origin of value 
The direction of the causal flow 
Subjective theory of value emanates 
from the utility of consumers, i.e. 
demand creates value. Production and 
consumption decisions are independent 
“absolute” theory of value is created 
through effective demand which is a 
function of the distribution of 
income which (in turn) is 
determined by social and 
production relations 




a. measures are in terms of marginal 
quantities and relative prices 
b. Individuals 
 
a. measures are in terms of total 
quantities 
b. social aggregates and class 
relations 
Source: Tinker, Merino and Neimark (1982: 185) 
 
Historical aspect of accounting shows that in its history, accounting profession has been always depend on 
economic theory as its rational way to measure and to assess its information delivered. Unfortunately, Tinker (1985) 
concludes, many accountants are unfamiliar with the alternative value theories that exist in economics, which could 
provide an intellectual foundation for alternative accounting. They have been overwhelmingly influenced by one 
particular theory of value, marginalist economic theory. We can see it on the FASB’s Objectives of Financial 
Reporting Standard. The objectives showed that accounting information assessment is based on user satisfaction or 
utility- based value, which focuses on investors and creditors. As part of the market mechanism, accounting 
information must 'compete' with other kind of information that is also used by capital market participants. Thus, 
investor satisfaction to accounting information has crucial position in the assessment of accounting information value. 
The research approach which put investor satisfaction as its standard of assessment called Decision Usefulness 
536   Dwiyani Sudaryanti et al. /  Procedia - Social and Behavioral Sciences  172 ( 2015 )  533 – 539 
Approach (DUA), as have been mentioned in the earlier part of this paper. The relationship between characteristics of 
FASB’s financial reporting objectives and the marginalism economic theory as the rational foundation, is presented 
briefly in Table 2 below 
 
Table 2 Relationship between characteristics of FASB financial reporting objectives and the marginalism economic theory 
 
Characteristics Marginalism Financial reporting objectives 
Criterion variable(s) Studies using static equilibrium analysis where 
historical (real) time is ignored, i.e. that future is 
summarized into the present through rational 
expectation 
Economic enterprise performance 
in cash proceeds and prospective 
cash receipts.  
Explanatory system of 
variables 
Focuses on the sphere of exchange and assumes 
that behavior is regulated by ‘workable’ 
competition 
Capital market as setting in the 
accounting information valuation 
Causality assumptions 
Concerning the origin of 
value 
The direction of the causal 
flow 
Subjective theory of value emanates from the 
utility of consumers, i.e. demand creates value. 
Production and consumption decisions are 
independent 
Value of accounting information 
depends on investors satisfaction 
to accounting information 








Measured by the changing of 
market price or trading market 
volume  
Investor or other users as 
individual 
Source: Tinker, Merino and Neimark (1982: 185) and FASB (reproduced) 
  
As the arising awakening of accounting as a social practice, there is also in the value of accounting information 
research, including in Indonesian research.  Inspired by work of Tinker (1980), Tinker, Merino, and Neimark (1982), 
Cooper and Sherer (1984), Indonesian research began to apply alternative value (labor-based value)  with alternative 
approach as suggested by Tinker (1980) and Cooper and Sherer (1984), i.e. Political Economy of Accounting (PEA) 
to explain accounting information value in Indonesia. Irianto (2004), Haryadi (2009) and Sokarina (2011) are few of 
them. Not only labor-based value accounting research, there are begin many alternative value in Indonesian research, 
e.g. religious-based value (Islamic value, Christian value, Hindu value), Indonesian tradition value (Javanese value, 
Balinese value). But, despite of its richness of value, accounting information Pancasila-based value research is still 
very limited. Indonesian accounting research has not used their power to shape reality in accordance with Indonesian 
value, Pancasila value (Hines, 1989). Accounting research in Indonesia is still limited in their contribution to the 
achievement of Indonesian National Objectives.  
 
3. Pancasila-based value research methodology construction 
 
This study has basic assumptions which are derivate from Pancasila value. Those assumptions are developed by 
Nataatmadja (1983) as his interpretation to all 5 tenets of Pancasila. Nataatmadja proposed the basic assumptions to 
build science in Indonesia and to realize ‘Indonesia’ through science (Nataatmadja, 1983). Three first tenets are 
showing three value hierarchical system, namely religious references (Belief in one and only God), humanity 
references (Just and Civilized Humanity), and national references (The Unity of Indonesia). Fourthly (The Wisdom 
of the Consultative /Representative Principles) indicates a foundation of operational value in the development of 
science. While the fifth (Social Justice for All Indonesian People), is the objective of the development of science in 
Indonesia.  
Borrowing Chua (1986)’s category basic assumptions, an explanation of the basic assumption in our research is 
presented in Table 3. 
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Table 3 Pancasila-based value basic assumptions 
 
Basic assumptions  Explanations 
Beliefs about knowledge: Epistemology Science is objective and also subjective as a 
pair.  
 Methodology Empiricism, rationalism and subjective 
understanding 
Beliefs about Physical and 
Social Reality: 
Ontology Reality is a pair of subjective and objective.  
 Human intention and rationality Human is religious, social, and economic 
man.  
 Societal order/conflict Human and society is in hierarchical 
reference system, from the highest reference, 
religious system, to the lowest hierarchy, 
human personal ego system.  
Relationship between theory 
and practice: 
 Science is actualization of human nature e.g. 
giving benefit to others 
Source: Chua (1986) and Nataatmadja (1982) (1984) (reproduced) 
 
Based on basic assumption above, Nataatmadja (1994) proposed General Theory of Science as methodological 
research. We use it as the methodology of our research. General Theory of Science consists of three pillars, 
Harmonious Parity, Harmonious Civilization, and Harmonious Beliefs. Harmonious Parity is operational basis of 
paired reality assumption. Harmonious Civilization is operational basis of hierarchical nature of reference system 
assumption. While Harmonious Beliefs is operational basis of the assumption that religion as the source of the highest 
value in the development of science. Here is a figure that displays the three Harmonious Pillars of General Theory of 











Figure 1. The three harmonious pillars of general theory of science 
 
4. Data analysis method 
 
Object of this research is annual report of Employees Cooperative of Republic of Indonesia, Brawijaya University 
(Koperasi Pegawai Republik Indonesia Universitas Brawijaya or KPRI UB). KPRI UB’s annual report has been 
applying financial reporting standards as recommended by Indonesian accounting standards boards. Data sources 
gathered from deep interview with cooperatives board and cooperative employee, documentation of cooperative’s 
reports, and direct observation. The richness of data sources is intended to achieve validity and reliability data 
gathered. 
Data is analyzed by textual analysis on research documents, such as annual reports KPRI UB in 2012, supervisor 
report in 2012, the Indonesian Cooperative’s National Law, Indonesian Accounting Standard, and document of the 
results of interviews and observations. The focus in the analysis of Harmonious Parity is harmonious unity of objective 












Objective Meaning Harmonious 
Beliefs: 
God’s Value Harmonious Civilization: 
Economic Performance 
 Social Performance 
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between economic performance and social performance as shown in the annual report. Third analysis is based on my 




5. Findings and discussion 
 
Harmonious Parity analysis of the annual report KPRI UB show that there are strong emphasis on the economic 
significance of cooperatives in the annual report compared to the social meaning . This is shown by the objective 
meaning of the annual report as main media to report business performance, especially quantitative data (financial). 
Analysis on elements of the report reinforces the result found. That element is Equity, Member Accounts Payable, 
and Earning Report (SHU). All elements have economic significance meaning that hide its social meaning. There is 
also reduction in “social” meaning. It has no “empower” meaning, but only “funding” activities to member and the 
society. 
In communicating reality, we construct reality (Hines, 1988). KPRI UB action in maintaining continuity of 
operations by using financial reporting as a medium of communication that is focused on the economic aspect, 
showing assumptions or UB KPRI perspective in building itself, namely as an economic entity. Hines (1991) states, 
“social reality is reflectively constituted by accounts of reality, and when decisions and actions of social agents are 
based on these accounts the result is to construct, maintain, reproduce, and thus validate, that reality”. 
Analysis of Harmonious Citizenship shows that good achievement in the economic performance is not supported 
by good achievement in social performance. Good economic performance is shown by liquidity and solvability ratio. 
Unsatisfactory performance in cooperative social relation shows that there is economization relation built in the social 
relation. Cooperative is no longer as group of people, but merely as a collection of equity.  
The impact of the increased emphasis on economic aspects of the cooperative annual report is users perceive to 
cooperative as merely economical entity the same as other entity. This continues until the stage of the realization that 
the cooperative is an economic entity. Awareness of cooperatives as an economic entity is continuously carried out 
through the mechanism of the cooperative financial reporting every year. That is shown in the Indonesian Cooperative 
Law No. 17 of 2012, which is identify cooperative as group of equity that can be traded, just like public company.  
The results of the Harmonious Beliefs analysis show that there is materialism accountability in the annual report. 
Focus its accountability is only to the member of cooperatives and in material way, as shown by the result in 
Harmonious Parity analysis. Those materialistic value in annual report reflects characteristic in the accounting 




From Indonesian National Objectives perspectives, accounting information in Indonesia has serious problem. It 
has potential power that destructive to the achievement of the Objectives. Findings of this research show that annual 
reporting has brought cooperatives into mere economic entity, underestimate its role as social and religious motivated 
entity, and secular accountability. Those findings are in contrary with Pancasila value, as stated in Indonesian National 
Objectives.  
As part of Indonesia, Indonesian accountants should take part in Indonesian development, including in research 
area, i.e. developing accounting research that supporting the achievement of Indonesian National Objectives. Because, 
as accountants, we can’t hide from our moral responsibility to our social world. We agree with Cooper et al (2004) 
that accounting should be evaluated in terms of its contribution to a notion of social well-being. Thereby, we hope, 
this paper may encourage accountants to consider their role in their own society, their own country (Gambling, 1974 
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